§400.2-1

the notice of lien to the X Life Insurance
Company because the sending of a notice of
lien to an insurance company does not con-
stitute a filing for the purposes of section
6323 and, thus, a refiling with an insurance
company is not required under this section.

(d) Required refiling period—(1) In gen-
eral. For the purpose of this section,
except as provided in subparagraph (2)
of this paragraph (d), the term ‘‘re-
quired refiling period’ means—

(i) The 1-year period ending 30 days
after the expiration of 6 years after the
date of the assessment of the tax, and

(ii) The 1-year period ending with the
expiration of 6 years after the close of
the preceding required refiling period
for such notice of lien.

(2) Tax assessments made before Janu-
ary 1, 1962. If the assessment of the tax
is made before January 1, 1962, the first
required refiling period shall be the
calendar year 1967. Thus, to maintain
the effectiveness of any notice of lien
on file which relates to a lien which
arose before January 1, 1962, the Inter-
nal Revenue Service will refile the no-
tice of lien during the calendar year
1967. The second required refiling pe-
riod for any such notice of lien is the
calendar year 1973.

(3) Examples. The provisions of this
paragraph may be illustrated by the
following examples:

Example 1. On March 1, 1963, an assessment
of tax is made against B, a delinquent tax-
payer, and a lien for the amount of the as-
sessment arises on that date. On July 1, 1963,
a notice of lien is properly filed. The notice
of lien filed on July 1, 1963, is effective up to
and including March 31, 1969. The first re-
quired refiling period for the notice of lien
begins on April 1, 1968, and ends on March 31,
1969. A refiling of the notice of lien during
that period will extend the effectiveness of
the notice of lien filed on July 1, 1963, up to
and including March 31, 1975. The second re-
quired refiling period for the notice of lien
begins on April 1, 1974, and ends on March 31,
1975.

Example 2. Assume the same facts as in ex-
ample 1, except that the Internal Revenue
Service fails to refile a notice of lien during
the first required refiling period (Apr. 1, 1968,
through Mar. 31, 1969). However, a notice of
lien which meets the requirements of section
6323(f) is filed on June 2, 1971. Because of this
filing, the notice of lien filed on June 2, 1971,
is effective as of June 2, 1971. That notice
must itself be refiled during the 1-year pe-
riod ending on March 31, 1975, if it is to con-
tinue in effect after March 31, 1975. As in ex-
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ample 1, the second required refiling period
for the notice of lien begins on April 1, 1974,
and ends on March 31, 1975.

Example 3. On April 1, 1960, an assessment
of tax is made against B, a delinquent tax-
payer, and a tax lien for the amount of the
assessment arises on that date. On June 1,
1962, a notice of lien is properly filed. Be-
cause the assessment of tax was made before
January 1, 1962, the notice of lien filed on
June 1, 1962, is effective up to and including
December 31, 1967. The first required refiling
period for the notice of lien is the calendar
year 1967. A refiling of the notice of lien dur-
ing 1967 will extend the effectiveness of the
notice of lien filed on June 1, 1962, up to and
including December 31, 1973. The second re-
quired refiling period for the notice of lien is
the calendar year 1973.

[T.D. 6932, 32 FR 14835, Oct. 18, 1967]

§400.2-1 Discharge of property by sub-
stitution of proceeds of sale; subor-
dination of lien.

(a) Scope. This section provides rules
under the provisions in section
6325(b)(3) which relate to the discharge
of property from a tax lien by substi-
tution therefor of a lien on the pro-
ceeds of the sale of the property, and in
section 6325(d) which relate to the sub-
ordination of a tax lien. Section 6325
was amended by section 103(a) of the
Federal Tax Lien Act of 1966 (80 Stat.
1133), effective after November 2, 1966.

(b) Discharge of property by substi-
tution of proceeds of sale. Pursuant to
section 6325(b)(3), a district director
may, in his discretion, issue a certifi-
cate of discharge of any part of the
property subject to any lien imposed
under chapter 64 of the Code if part of
the property is sold and, pursuant to a
written agreement with the district di-
rector, the proceeds of the sale are
held, as a fund subject to the lien of
the United States, in the same manner
and with the same priority as the liens
and claims had with respect to the dis-
charged property. In order for the pro-
visions of this paragraph to apply, the
sale must divest the taxpayer of all
right, title, and interest in the prop-
erty sought to be discharged. Any per-
son desiring a certificate of discharge
under this paragraph shall submit an
application in writing to the district
director responsible for the collection
of the tax. The application shall con-
tain such information as the district
director may require. Any reasonable
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and necessary expenses incurred in
connection with the sale of the prop-
erty and the administration of the sale
proceeds shall be paid by the applicant
or from the proceeds of the sale before
satisfaction of any claims and liens.

(c) Subordination of lien—(1) By pay-
ment of the amount of subordination.
Pursuant to section 6325(d)(1), a dis-
trict director may, in his discretion,
issue a certificate of subordination of
any lien imposed under chapter 64 of
the Code upon any part of the property
subject to the lien if there is paid over
to the district director an amount
equal to the amount of the lien or in-
terest to which the certificate subordi-
nates the lien of the United States.
Under this provision, the tax lien may
be subordinated to another lien or in-
terest on a dollar-for-dollar basis. For
example, if a notice of a Federal tax
lien is filed and a delinquent taxpayer
secures a mortgage on a part of the
property subject to the tax lien and
pays over the amount of the principal
of the debt secured by the mortgage to
a district director after an application
for a certificate of subordination is ap-
proved, the district director will issue
a certificate of subordination. This cer-
tificate will have the effect of subordi-
nating the tax lien to the mortgage.

(2) To facilitate tax collection—(i) In
general. Pursuant to section 6325(d)(2),
a district director may, in his discre-
tion, issue a certificate of subordina-
tion of any lien imposed under chapter
64 of the Code upon any part of the
property subject to the lien if the dis-
trict director believes that the subordi-
nation of the lien will ultimately re-
sult in an increase in the amount re-
alizable by the United States from the
property subject to the lien and will fa-
cilitate the ultimate collection of the
tax liability.

(ii) Erxample. The provisions of this
subparagraph may be illustrated by the
following example:

Example. A, a farmer, needs money in order
to harvest his crop. However, a Federal tax
lien, notice of which has been filed, is out-
standing with respect to A’s property. B, a
lending institution is willing to make the
necessary loan if the loan is secured by a
first mortgage on the farm which is prior to
the Federal tax lien. Upon examination, the
district director believes that ultimately the
amount realizable from A’s property will be
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increased and the collection of the tax liabil-
ity will be facilitated by the availability of
cash when the crop is harvested and sold. In
this case, the district director may, in his
discretion, subordinate the tax lien on the
farm to the mortgage securing the crop har-
vesting loan.

(3) Application for certificate of subordi-
nation. Any person desiring a certifi-
cate of subordination under this para-
graph shall submit an application in
writing to the district director respon-
sible for the collection of the tax. The
application shall contain such informa-
tion as the district director may re-
quire.

[T.D. 6944, 33 FR 732, Jan. 20, 1968]

§400.4-1 Notice required with respect
to a nonjudicial sale.

(a) Scope and application of this
section—(1) In general. Section 109 of
the Federal Tax Lien Act of 1966 (80
Stat. 1141) amended the Internal Rev-
enue Code of 1954 by adding a new sec-
tion 7425, relating to the discharge of
liens. A tax lien of the United States,
or a title derived from the enforcement
of a tax lien of the United States, may
be discharged or divested under local
law only in the manner prescribed in
section 2410 of title 28 of the United
States Code or section 7425 of the Inter-
nal Revenue Code. Section 7425(a) con-
tains provisions relating to the dis-
charge of a lien or a title derived from
the enforcement of a lien in the judi-
cial proceedings described in sub-
section (a) of section 2410 of title 28 of
the United States Code. These judicial
proceedings are plenary in nature and
proceed on formal pleadings. Section
7425(b) contains provisions relating to
the discharge of a lien or a title derived
from the enforcement of a lien in the
event of a nonjudicial sale with respect
to the property involved. Section
7425(c) contains special rules relating
to the notice of sale requirements con-
tained in section 7425(b). Paragraph (b)
of this section of the regulations con-
tains rules with respect to the non-
judicial sales described in section
7425(b). Paragraph (c) of this section of
the regulations contains rules with re-
spect to the notice of sale provisions of
section 7425(c)(1). Paragraph (d) of this
section of the regulations contains
rules relating to the consent to sale
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